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SUMMARY   OF    RECOMMENDATIONS 

As   a    separate   section   in  the  front  of  each  audit  report  we  include 
a    listing    of    all    recommendations   together   with    a    notation    as   to 
whether   the   agency   concurs   or   does  not  concur  with  each   recom- 
mendation.      This    listing    serves    as   a   means   of   summarizing    the 
recommendations   contained    in    the    report  and  the  audited  agency's 
reply    thereto    and    also    as   a    ready    reference   to   the   supporting 
comments.      The  full   reply  of  the  Montana  State  School   for  the  Deaf 
and   Blind   is  included   in  the  back  of  this   report. 


The  school   deposit  ind'rect  cost  recoveries 
in  the  general   fund. 

Agency   Reply:      Concur.      See  page  26. 

The  school  accrue  salaries  in  accordance 
with  generally  accepted  accounting  prin- 
ciples and  and   state  accounting  policy. 

Agency   Reply:      Concur.      See  page  26. 

The  school  seek  a  one-time  legislative  ap- 
propriation to  allow  for  proper  accrual  of 
salaries. 

Agency   Reply:      Concur.      See  page  27. 

The  Board  of  Public   Education   retain  do- 
nated funds  currently  held  in  the  state 
treasury. 

Agency   Reply:      Do  not  concur.      See  page  27. 
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COMMENTS 
INTRODUCTION 

We  performed  a  financial  compliance  audit  of  the  Montana 
State  School  for  the  Deaf  and  Blind  for  the  fiscal  years  ended 
June  30,  1979  and  June  30,  1980.  The  objectives  of  the  audit 
were  to:  (1)  determine  if  the  school's  financial  statements  pre- 
sent fairly  its  financial  position  and  results  of  operations  for  the 
fiscal  years  ended  June  30,  1979  and  June  30,  1980;  (2)  deter- 
mine if  the  school  complied  with  applicable  laws  and  regulations; 
and  (3)  make  recommendations  for  the  improvement  in  the 
management  and  internal  controls  of  the  school.  The  school  was 
last    audited    in    1978    by    the    Office    of    the    Legislative    Auditor. 

We  thank   school   officials   and    staff  for   their   cooperation  and 
assistance  during  our  audit. 
BACKGROUND 

The  Montana  State  School  for  the  Deaf  and  Blind  was 
founded  in  1893  as  part  of  the  Montana  State  Training  School  at 
Boulder.  In  1937,  the  school  was  transferred  to  Great  Falls  and 
was  established  as  a  separate  and  independent  institution  of  the 
state  of  Montana.  It  is  under  the  general  supervision,  direction, 
and  control  of  the  Board  of  Public   Education. 

The  purpose  of  the  school  is  to  educate  children  whose 
hearing  or  sight  is  so  defective  they  cannot  be  successfully 
taught  in  the  public  schools  of  the  state.  The  school  currently 
has  67  children  who  live  on  campus.  An  additional  60  children 
reside  in  the  Great  Falls  area  and  attend  the  school  as  day  stu- 
dents.      The    school    also   serves    approximately    199   deaf   and    blind 


children  throughout  the  state  through  its  itinerant  teacher  pro- 
gram. This  program  includes  five  resource  consultants  who 
travel  throughout  the  state  to  consult  with  parents  and  teachers 
of  deaf  and   blind  children. 

The  school  was  appropriated  $1.16  million  from  the  General 
Fund  and  $413,000  from  the  Federal  and  Private  Revenue  Fund 
for  operations  during  fiscal  year  1978-79  and  $1.1  million  from  the 
General  Fund  and  $663,000  from  the  Federal  and  Private  Revenue 
Fund  for  operations  during  fiscal  year  1979-80.  General  Fund 
money  totalling  $25,000  was  appropriated  to  the  school  in  fiscal 
year  1980  to  pay  students'  travel  home  on  approximately  12  week- 
ends a  year. 

The  school  spent  $1.6  million  during  fiscal  year  1978-79  and 
$1.75  million  during  fiscal  year  1979-80.  School  expenditures  are 
accounted  for  through  five  programs:  administration,  general 
services,  education,  student  services,  and  donations.  Details  of 
the  appropriations  and  expenditures  are  shown  on  the  Statement 
of  Expenditures  Compared  with  Appropriations  on  page  13-16. 
PRIOR    REPORT    RECOMMENDATIONS 

We  last  audited  the  school  for  fiscal  year  1977-78.  During 
that  audit,  we  noted  that  the  school  had  concurred  with  11  recom- 
mendations from  the  fiscal  year  1974-75  audit  which  had  not  been 
implemented.  All  of  those  recommendations  have  now  been  imple- 
mented. 

The  report  from  our  fiscal  year  1977-78  audit  contained  32 
recommendations.      Thirty  of  those   recommendations  are  still 


applicable    to    the    school's    operations    and    the    school    has    imple- 
mented   29    of    the    recommendations.       The    recommendation    which 
was    not    implemented    is    discussed    in    the    payroll    accrual    section 
on  page  4. 
STATEWIDE   COST   ALLOCATION    PLAN 

The  school  did  not  recover  the  indirect  costs  of  administer- 
ing federal  assistance  programs.  This  resulted  in  General  Fund 
money  financing  federal  programs  which  were  operating  at  a  level 
greater  than  federal   funds  would  support. 

Section  17-3-111,  MCA,  requires  grantee  agencies  to  re- 
cover, to  the  fullest  extent  possible,  indirect  costs  of  federally 
assisted  programs.  These  costs  include  the  agency's  internal 
indirect  costs  and  the  costs  attributable  to  the  agency  under  the 
statewide  cost  allocation  plan.  School  officials  estimate  the  state- 
wide cost  allocation  plan  amount  attributable  to  federal  programs 
to  be  approximately  $5,000  during  fiscal  year  1979-80.  No  esti- 
mate is  available  of  the  amount  of  the  school's  internal  indirect 
cost  associated  with  federal   programs. 

Because  the  amount  of  federal  funds  available  to  the  school 
is  limited,  school  officials  chose  not  to  reimburse  the  General 
Fund  for  the  indirect  costs  resulting  from  its  federal  programs. 
This  was  done  in  order  to  provide  the  grant  supported  activities 
with  additional  capital. 

RECOMMENDATION  1 

WE  RECOMMEND  THE  SCHOOL  DEPOSIT  INDIRECT  COST 

RECOVERIES  IN  THE  GENERAL  FUND. 


PAYROLL    ACCRUAL 

Thirty-three  of  the  school's  employees  are  paid  based  on 
annual  contracts  from  September  through  August.  Their  actual 
duties,  however,  are  from  September  through  June.  School 
officials  explained  that  since  some  employees  have  elected  to  be 
paid  in  equal  installments  throughout  the  year,  the  school  pays 
the  salaries  over  a  twelve-month   period. 

The  employees  have  earned  all  of  their  salary  at  June  30, 
and  the  school  is  liable  for  the  July  and  August  salary  payments. 
These  salaries  were  not  accrued  on  SBAS  at  year-end,  resulting 
in  an  unreported  General  Fund  liability  of  over  $77,000.  This 
represents  a  valid  obligation  at  June  30,  1980  and  should  be 
accrued  in  accordance  with  generally  accepted  accounting  prin- 
ciples and   state  accounting  policy. 

To  correctly  accrue  expenditures  chargeable  to  a  given  year, 
the  school  must  make  a  one-time  "catch  up"  accounting  entry.  If 
the  entry  had  been  made  at  June  30,  1980,  accrued  support 
expenditures  on  the  Balance  Sheet  would  have  included  the  addi- 
tional accrued  expenditures  noted  above.  General  Fund  accrued 
expenditures  would  have  increased  by  approximately  $77,000, 
requiring  $77,000  in  additional  General  Fund  appropriation  author- 
ity for  fiscal  year  1979-80  (since  the  school  had  no  unexpended 
General  Fund  spending  authority  at  June  30,  1980).  This  entry 
does  not  change  expenditures  or  cash  outlay  in  total  but  changes 
the  year  in  which  the  expenditures  are  recorded.  This  correction 
in  accounting  at  the  school  is  necessary  for  the  fair  presentation 
of  the  school's  financial   statements. 


RECOMMENDATION   2 

WE    RECOMMEND   THE   SCHOOL: 

A.  ACCRUE  SALARIES  IN  ACCORDANCE  WITH  GENERAL- 
LY ACCEPTED  ACCOUNTING  PRINCIPLES  AND  STATE 
ACCOUNTING    POLICY. 

B.  SEEK  A  ONE-TIME  LEGISLATIVE  APPROPRIATION  TO 
ALLOW     FOR     THE     PROPER     ACCRUAL     OF     SALARIES. 

INTERPRETER/TUTOR    PROGRAM 

To  enable  deaf  students  to  attend  the  Great  Falls  Public 
Schools,  interpreters  are  paid  to  translate  the  lectures  in  sign 
language.  Prior  to  fiscal  year  1981,  $124,000  was  available 
through  the  Great  Falls  School  District  and  the  Office  of  Public 
Instruction  to  pay  these  interpreters.  As  of  July  1,  1980,  how- 
ever,  these  funding  sources  were  no  longer  available. 

The  school  notified  the  Legislative  Finance  Committee  of  the 
school's  desire  for  a  supplemental  appropriation  of  $124,000  and, 
at  the  direction  of  the  Board  of  Public  Education,  has  continued 
the  interpreter/tutor  program  without  the  specific  authority  to 
expend  General  Fund  money  for  the  program.  The  school  has 
received  the  support  of  the  Governor's  Office  of  Budget  and 
Program  Planning  and  the  Legislative  Finance  Committee  for 
$85,000  of  this  appropriation. 

The  school  has  been  operating  the  program  at  $124,000  for 
fiscal  year  1980-81.  If  a  supplemental  appropriation  is  not  ap- 
proved, the  school's  staff  will  be  reduced  by  at  least  eight  per- 
sons from   February  until   June  of  1981. 


DONATIONS 

During  the  initial  stages  of  our  audit,  we  learned  that  the 
Board  of  Public  Education  intends  to  transfer  $140,000  of  donated 
assets  which  are  currently  held  in  the  state  treasury  to  a  non- 
profit corporation.  This  corporation  will  hold  the  assets  outside 
the  state  treasury  system.  Our  office  requested  the  Attorney 
General's  Opinion  as  to  the  legality  of  such  a  transfer.  In  38 
Opinions  of  the  Attorney  General,  #111,  the  Attorney  General 
held  that  the  Board  of  Public  Education  has  the  authority  to 
transfer  the  funds  to  the  foundation.  However,  he  advised  the 
Board  to  reconsider  the  transfer.  He  indicated  a  transfer  of  the 
funds  was  not  necessary  to  carry  out  the  Board's  stated  purposes 
and  would  significantly  weaken  the  Board's  required  accountability 
over  the  funds. 

Depending  on  the  structure  of  the  foundation,  it  may  be 
difficult  for  the  Board  to  establish  and  maintain  strict  accountabil- 
ity over  the  funds  after  they  have  been  transferred  to  a  private, 
non-profit  corporation  not  under  the  direct  control  of  the  Board. 
The    Board    may    lose  direct  control  over  expenditure  of  the  funds. 

The  transfer  will  eliminate  disclosure  of  the  assets  in  the 
state's  financial  reports.  In  addition,  the  school  will  lose  the 
benefit  of  the  state  investment  program  for  the  investment  of  the 
funds.  We  question  the  need  of  the  Board  to  transfer  accumu- 
lated contributions  presently  held  in  the  state  treasury  to  a 
private  non-profit  corporation  over  which  it  may  have  no  direct 
control. 


RECOMMENDATION 

WE  RECOMMEND  THE  BOARD  OF  PUBLIC  EDUCATION  RETAIN 
DONATED  FUNDS  CURRENTLY  HELD  IN  THE  STATE  TREA- 
SURY. 
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The   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

We  have  examined  the  Balance  Sheets  of  the  various  funds  and 
account  groups  of  the  Montana  State  School  for  the  Deaf  and  Blind 
as  of  June  30,  1980  and  the  related  Statements  of  Revenue  Com- 
pared with  Revenue  Estimates,  Expenditures  Compared  with  Appro- 
priations, and  Changes  in  Fund  Balance  for  the  fiscal  years  ended 
June  30,  1979  and  1980.  Our  examination  was  made  in  accordance 
with  generally  accepted  auditing  standards  and  accordingly  in- 
cluded such  tests  of  the  accounting  records  and  such  other  audit- 
ing   procedures    as    we    considered    necessary    in    the   circumstances. 

The  school  did  not  accrue  approximately  $77,000  in  personal  ser- 
vices rendered  but  not  yet  paid  at  June  30,  1980.  This  misstates 
accrued  support  expenditures  on  the  Balance  Sheet  of  the  General 
Fund  by  an  estimated  $77,000.  As  described  on  page  4  of  this 
report,  this  accrual  could  not  be  recorded  since  the  school  had  no 
remaining  appropriation  authority  at  year-end. 

In  our  opinion,  because  of  the  effect  of  the  unacrrued  expenses 
discussed  in  the  preceding  paragraph,  the  Balance  Sheet  does  not 
present  fairly  the  financial  position  of  the  Montana  State  School  for 
the  Deaf  and   Blind   General    Fund  as  of  June  30,    1980. 

In  our  opinion,  the  financial  statements  listed  below  present  fairly 
the  financial  position  of  such  funds  of  the  Montana  State  School  for 
the  Deaf  and  Blind  as  of  June  30,  1980  and  the  results  of  opera- 
tions and  the  changes  in  fund  balances  for  the  fiscal  years  ended 
June  30,  1979  and  1980,  in  conformity  with  generally  accepted 
accounting   principles  applied  on  a  consistent  basis. 


Statement   Name  Fiscal   Year(s) 

Balance  Sheet 

Federal   and   Private   Revenue   Fund  June  30,    1980 

General    Fixed   Assets   Group  of 
Accounts  June  30,    1980 

Statement  of  Revenue  Compared  with  1978-79  and   1979-80 

Revenue   Estimates   -  All    Funds 

Statements  of  Expenditures  Compared  1978-79  and   1979-80 

with  Appropriations   -   All    Funds 

Statements  of  Changes   in   Fund   Balance        1978-79  and   1979-80 
All    Funds 


The  accompanying  schedule  of  expenditures  by  object  and  the 
items  titled  "Combined  Total  (Memorandum  Only)"  on  the  Balance 
Sheet,  Statement  of  Expenditures  Compared  with  Appropriations 
and  Statement  of  Changes  in  Fund  Balance  are  not  necessary  for  a 
fair  presentation  of  the  financial  statements  but  are  presented  as 
supplemental  information.  This  information  has  been  subjected  to 
the  tests  and  other  auditing  procedures  applied  in  our  examination 
of  the  financial  statements  and  in  our  opinion  is  fairly  stated  in  all 
material  respects  in  relation  to  the  financial  statements  taken  as  a 
whole. 


Respectfully  submitted, 


nr^JUO 


James   H.    Gillett,    CPA 
Acting   Legislative  Auditor 


October  31,    1980 


MONTANA  STATE  SCHOOL  FOR  DEAF  AND  BLIND 
ALL  FUNDS  AND  ACCOUNT  GROUPS 
BALANCE  SHEETS 
JUNE  30,  1980 


Assets : 

Cash 

Federal  Cost  Reimbursements 

Receivable 
Accounts  Receivable  Receipts 
Interentity  Loans  Receivable 
Investments  -  Par 
Investments  -  Cost 
Transfers  to  Short  Term 

Investment  Pool  Principal 
Transfers  to  Short  Term 

Investment  Pool  Accrued 

Interest  Provided 
Expense  Advances  to  Employees 
General  Fixed  Assets  -  Land 
General  Fixed  Assets  - 

Buildings 
General  Fixed  Assets  - 

Equipment 
Available  To  Pay  Accrued 

Support  Expenditure 
Total  Assets 


Federal  and 

General 

Combined 

Private 

Fixed 

Total 

General 

Revenue 

Assets 

(Memorandum 

Fund 

Fund 

Group 

Only) 

$  1,000 

$  35,667 

$   36,667 

29,644 

29,644 

380 

6,718 

7,098 

30,000 

30,000 

2,000 

2,000 

65,322 

65,322 

49 


35,987 
$37,416 


73,235 


22 


73,235 


$242,608 


22 

49 

$   118,456 

118,456 

2,349,718 

2,349,718 

188,366 

188,366 

35,987 

$2,656,540 

$2,936,564 

Liabilities  and  Fund 

Balances : 
Accrued  Support  Expenditures    $35,987      $   3,904 
Reserve  for  Contingent 

Revolving  Fund  Advance  1,000 

Reserve  for  Accounts 
Receivable  380 

Interentity  Loans  Payable 
Investment  in  General  Fixed 

Assets 
Reserves  for  Expense  Advance 

to  Employers  49 

Fund  Balance  

Total  Liabilities  and 

Fund  Balance  $37,416 


30,000 


208,704 


$2,656,540 


$242,608     $2,656,540 


$   39,891 

1,000 

380 
30,000 

2,656,540 

49 
208,704 

$2,936,564 


The  accompanying  notes  are  an  integral  part  of  this  statement 
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MONTANA  STATE  SCHOOL  FOR  DEAF  AND  BLIND 
FEDERAL  AND  PRIVATE  REVENUE  FUND 
STATEMENT  OF  REVENUE  COMPARED  WITH  REVENUE  ESTIMATES 
FISCAL  YEAR  ENDED  JUNE  30,  1979 


Revenue  Category  Estimated  Actual 

Investment  Earnings  $   -0-  $  21,850 
Grants,  Gifts,  Bequests, 

Donations  68,823  67,056 

Income  Collections  &  Transfers  14,255  8,891 

Federal  Assistance  331,262  363,120 

Total  $414,340  $460,917 


The  accompanying  notes  are  an  integral  part  of  this  statement 
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MONTANA  STATE  SCHOOL  FOR  DEAF  AND  BLIND 
ALL  FUNDS 
STATEMENT  OF  REVENUE  COMPARED  WITH  REVENUE  ESTIMATES 
FISCAL  YEAR  ENDED  JUNE  30,  1980 


Revenue  Category 

Investment  Earnings 
Grants,  Gifts,  Bequests, 

Donations 
Income  Collections 

&  Transfers 
Federal  Assistance 
Educational  Activity 
Miscellaneous 
Total 


General  Fund 


Estimated   Actual 


$-0- 

$-0- 


$48 
$48 


Federal  and 

Private 

Revenue 

Fund 

Estimated 

Actual 

$   -0- 

$  10,085 

98,745 

102,127 

29,280 

19,127 

345,960 

372,263 

4,000 

3,163 

$477,985 

$506,765 

The  accompanying  notes  are  an  integral  part  of  this  statement 
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MONTANA  STATE  SCHOOL  FOR  THE  DEAF  AND  BLIND 
ALL  FUNDS 
STATEMENT  OF  EXPENDITURES  COMPARED  WITH  APPROPRIATIONS 
FISCAL  YEAR  ENDED  JUNE  30,  1979 


Administration 


General 
Services 


General  Fund 
Appropriations 
Amendments 
Total  Available 
Expenditures 

Unexpended  Balance 


Federal  and  Private  Revenue  Fund 
Appropriations 
Amendments 
Total  Available 
Expenditures 

Unexpended  Balance 


$108,108 

108,108 

107,547 

$    561 


$154,774 

27,714 

182,488 

180,299 

2,189 


$ 


Combined  Totals  (Memorandum  Only) 

Appropriations  $108,108 

Amendments  

Total  Available  108,108 

Expenditures  107,547 

Unexpended  Balance  $ 561 


$154,774 

27,714 

182,488 

180,299 

$  2,189 


The  accompanying  notes  are  an  integral  part  of  this  statement. 
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Education 


Student 
Services 


No  Program 


Total 


$  536,164 
(123,714) 
412,450 
402,396 

$   10,054 


$359,486 
(23,000) 
336,486 
330,372 


$ 


6,114 


$1,158,532 
(119,000) 
1,039,532 
1,020,614 

$   18,918 


$  412,956 
200,918 
613,874 
567,446 

$   46,428 


$  18,000 
18,000 
18,000 

$   -0- 


$8,075 
8,075 
7,671 

$  404 


$  412,956 
226,993 
639,949 
593,117 

$   46,832 


$  949,120 

77,204 

1,026,324 

969,842 

$   56,482 


$359,486 
(5,000) 
354,486 
348,372 

$  6,114 


$8,075 
8,075 
7,671 

$  404 


$1,571,488 

107,993 

1,679,481 

1,613,731 

$   65,750 
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MONTANA 

STATE 

SCHOOL 

FOR  THE 

DEAF 

AND  BLIND 

STATEMENT 

OF 

ALL 
EXPENDITURES  I 

FUNDS 
ZOMPARED 

WITH 

APPROPRIATIONS 

FISCAL  YEAR  ENDED  JUNE  30,  1980 


Administration 


General 
Services 


General  Fund 
Appropriations 
Amendments 
Total  Available 
Expenditures 

Unexpended  Balance 


$144,203 

1,646 

145,849 

145,845 

$ 4 


$169,783 

2,781 

172,564 

172,564 

$  -o- 


Federal  and  Private  Revenue  Fund 
Appropriations 
Amendments 
Total  Available 
Expenditures 

Unexpended  Balance 


Combined  Totals  (Memorandum  Only) 
Appropriations 
Amendments 
Total  Available 
Expenditures 

Unexpended  Balance 


$144,203 

1,646 

145,849 

145,845 

$ 4 


$169,783 

2,781 

172,564 

172,564 

$  -o- 


The  accompanying  notes  are  an  integral  part  of  this  statement. 
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Student        No 
Education        Services       Program         Total 


395,685  $375,115  $1,084,786 

15,158  461  20,046 

410,843  375,576  1,104,832 

410,842  375,573  1,104,824 

1  $      3  $        8 


$   602,702  $   602,702 

18,118  $  34,043  $13,000  65,161 

620,820  34,043  13,000  667,863 

599,471  34,043  10,367  643,881 

$   21,349  $   -0-  $  2,633  $   23,982 


$  998,387  $375,115  $1,687,488 

33,276  34,504  $13,000  85,207 

1,031,663  409,619  13,000  1,772,695 

1,010,313  409,616  10,367  1,748,705 

$   21,350        $ 3  $  2,633  $   23,990 
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MONTANA  STATE  SCHOOL  FOR  THE  DEAF  AND  BLIND 


Balance  July  1,  1978 
Additions : 


STATEMENT  OF 

ALL  FUNDS 
CHANGES  IN  FUND 

BALANCE 

FISCAL  YEAR  ENDED  JUNE  30, 

1979 

General 
Fund 

Federal  and 
Private 
Revenue 
Fund 

Agency 
Fund 

$  104,833 

Combined  Total 

Memorandum 

Only 

$     -0- 

$  169,592 

$   274,425 

Appropriation  from  the 

General  Fund 
Revenue  Collected  by  Other 

Agencies 
Revenue  and  Income 
Prior  Year  Income  and 

Revenue  Adjustments 
Reduction  in  Prior  Year 

Expenditures 
Interfund  Transfers 
Total  Additions 

Deductions : 


1,039,532 


18,762 


1,058,294 


100,793 
460,917 

2,739 


104,833 
838,874 


104,833 


1,039,532 

100,793 
460,917 

2,739 

18,762 

104,833 

2,002,001 


Expenditures 

1,020,614 

593,117 

Prior  Year  Expenditure 

Adjustments 

13,422 

Deposits  to  General  Fund 

From  Deductions  in  Prior 

Year  Expenditures 

18,762 

Reversions 

18,918 

Interfund  Transfers 

Total  Deductions 

1,058,294 

606,539 

Balance  June  30,  1979 

$     -0- 

$  232,335 

104,833 
104,833 


■0- 


1,613,731 
13,422 


18,762 

18,918 

104,833 

1,769,666 

$   232,335 


The  accompanying  notes  are  an  integral  part  of  this  statement 
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MONTANA  STATE  SCHOOL  FOR  DEAF  AND  BLIND 
ALL  FUNDS 
STATEMENT  OF  CHANGES  IN  FUND  BALANCE 
FISCAL  YEAR  ENDED  .JUNE  30,  1980 


General 
Fund 


Federal  and 

Private 

Revenue 

Fund 


Combined 
Total 
(Memorandum 
Only) 


Balance  July  1,  1979 
Additions : 

Appropriations  from 

the  General  Fund 
Revenue  Collected  by 

Other  Agencies 
Revenue  and  Income 
Expenditures  Charged 

to  Prior  Years 
Prior  Year  Income  and 

Revenue  Adjustments 

Total 

Deductions: 

Expenditures 

Prior  Year  Expenditure 

Adjustments 
Deposits  to  the 

General  Fund 
Prior  Year  Revenue 

Adjustment 
Total  Deductions 

Balance  June  30,  1980 


-0- 


$  232,335    $   232,335 


1,104,824 

1 

,104,824 

117,056 

117,056 

48 

506,765 

506,813 

4,070 

4,070 

1,811 

1,811 

1,108,942 

857,967 

1 

,966,909 

1,104,824 

643,881 

1 

,748,705 

4,070 

306 

4,376 

48 

48 

5,076 
649,263 

1 

5,076 

1,108,942 

,758,205 

$       -0- 

$ 

208,704 

$ 

208,704 

The  accompanying  notes  are  an  integral  part  of  this  statement 
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NOTES    TO   THE    FINANCIAL    STATEMENTS 
FISCAL   YEARS    ENDED   JUNE   30,    1979   -   JUNE   30,    1980 

1.        SUMMARY   OF   SIGNIFICANT   ACCOUNTING   POLICIES 
Basis  of  Accounting 

The  preceding  financial  statements  were  prepared  from  the 
Statewide  Budgeting  and  Accounting  System   (SBAS). 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
expenditures  are  recorded  on  the  basis  of  valid  obligations. 
Revenues  are  recorded  when  received  in  cash  unless  susceptible 
to  accrual.  Revenues  are  susceptible  to  accrual  if  they  are 
measurable  and  available  to  finance  expenditures  of  the  fiscal 
period  and  are  not  received  at  the  normal  time  of  receipt. 
Inventories 

There  are  no  assets  recorded  for  supplies  inventory.  Sup- 
plies are  expensed   when   purchased. 

General    Fixed   Assets  and    Implementation  of  PAMS 

General  fixed  assets  are  expensed  at  the  time  of  purchase. 
As  of  March  1980,  the  school  accounts  for  fixed  assets  on  the 
Property  Accountability  Management  System  (PAMS).  Fixed  assets 
recorded  on  PAMS  consist  of  assets  of  a  relatively  permanent 
nature  with  a  useful  life  of  more  than  one  year  and  a  unit  cost  of 
$200  or  more.  Types  of  assets  included  on  PAMS  are  land, 
buildings,  automobiles,  and  office  equipment.  Items  such  as 
books   are   not    included   on    PAMS    if   the    individual    item   costs    less 
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than     $200    even    though     the     items    can     be    grouped    with    similar 
assets    resulting    in    an    aggregate   cost  of  $200  or  more.      Deprecia- 
tion  is  not  recorded  for  general  fixed  assets. 
Vacation  and  Sick  Pay 

Liabilities  incurred  because  of  unused  vacation  and  sick  pay 
by  employees  are  not  recorded.  The  related  expenditure  is 
recorded  when  paid.  Permanent  employees  are  allowed  to  accumu- 
late and  carry  over  a  maximum  of  two  years'  vacation  into  a  new 
calendar  year.  Upon  termination,  qualifying  permanent  employees 
having  unused  accumulated  vacation  and  sick  leave  receive  pay- 
ment for  vacation  on  a  100  percent  basis  and  sick  leave  on  a  25 
percent  basis.  The  amount  of  the  liability  associated  with  un- 
used, accumulated  vacation  and  sick  leave  at  June  30,  1979  and 
June  30,  1980  was  not  readily  determinable. 
2.         RETIREMENT   PLANS 

The  Montana  School  for  the  Deaf  and  Blind  participates  in 
two  retirement  systems:  Teachers'  Retirement  System  (TRS)  and 
Public  Employees'  Retirement  System  (PERS).  The  school's  1978- 
79  and  1979-1980  contributory  share  was  6.312  percent  for  TRS 
and  6.2  percent  for  PERS.  The  employees'  contributions  were 
6.187  percent  for  TRS  and  6  percent  for  PERS.  Total  retirement 
plan  expenses  were  $66,711  in  fiscal  year  1978-79  and  $72,671  in 
fiscal   1979-80. 

The  state's  policy  is  to  fund  accrued  pension  costs.  Based 
on  the  most  recent  actuarial  valuation  reports,  at  June  30,  1978, 
the  Public  Employees'  Retirement  System  was  actuarially  sound. 
The  Teachers'  Retirement  System  was  actuarially  sound  at 
June  30,    1979. 
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The  unfunded  past  service  costs  and  the  actuarially  com- 
puted value  of  vested  benefits  were  not  readily  available  for 
members  of  the  plans  employed   by  the  school. 

3.  REVENUE   COLLECTED   BY   OTHER    AGENCIES 

The  Department  of  State  Lands  administers  and  controls  the 
leasing,  grazing  fees,  sale  and  royalties  of  school  lands.  During 
fiscal  years  1978-79  and  1979-80,  State  Lands  collected  $100,793 
and  $117,056,    respectively,    for  the  school  from  leases. 

4.  INVESTMENTS 

The  Other  Investments  account  with  balance  sheet  valuations 
of  $67,305  at  June  30,  1979  and  $65,322  at  June  30,  1980  consists 
of  corporate  bonds,  certificates  of  deposit,  preferred  stock  and 
common  stock  with  market  valuations  of  $109,938  at  June  30,  1979 
and  $142,198  at  June  30,    1980. 

5.  ADJUSTMENTS   TO  SBAS 

The  school  administration  has  made  an  adjustment  to  the 
financial  statements  as  the  school's  assets  appear  on  SBAS.  The 
General  Fixed  Asset  Account  has  been  increased  $724,600  to 
recognize  the  cost  of  building   improvements. 

6.  TRANSFER  OF  DONATED  ASSETS 

During  fiscal  year  1979  the  school  transferred  the  donated 
assets  from  the  Agency  Fund  to  the  Federal  and  Private  Revenue 
Fund.  This  transfer  brings  the  school  into  conformance  with  36 
Opinions  of  the  Attorney  General,  Number  106  issued  November 
1976,  which  states  that  gifts  should  be  deposited  in  the  Federal 
and   Private   Revenue   Fund. 
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MONTANA  STATE  SCHOOL  FOR  THE  DEAF  AND  BLIND 


ALL  FUNDS 
SCHEDULE  OF  EXPENDITURES 

BY  OBJECT 

FISCAL  YEAR  ENDED  JUNE 

30,  1979 

Personal  Services 
Salaries 
Employee  Benefits 

Total  Personal  Services 

Operating  Expenses 
Contracted  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expenses 

Total  Operating  Expenses 

Equipment 

Total  Expenditures 


General 

Administration 

Services 

$  78,891 

$  62,568 

11,553 

10,587 

90,444 

73,155 

796 

5,454 

2,144 

12,694 

9,474 

3,571 

61 

44,708 

584 

20,089 

18 

4,165 

16,587 

87,171 

516 

19,973 

$107,547 

$180,299 
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Education 


Student 
Services 


No  Program 


Total 


$698,571 
112,784 
811,355 


$228,436 

40,305 

268,741 


$1,068,466 

175,229 

1,243,695 


28,035 

54,926 

22 

29,380 

3,485 

9,554 

1,558 

126,960 

31,527 

$969,842 


15,301 
51,366 

219 
10 

460 

50 

67,406 


12,225 


$348,372 


$5,047 
271 

2,303 
50 


7,671 


$7,671 


54,633 

121,401 

9,496 

35,473 

3,606 

44,708 

30,687 

5,791 

305,795 

64,241 

$1,613,731 
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MONTANA  STATE  SCHOOL  FOR  DEAF  AND  BLIND 


SCHEDULE 

OF 

ALL  FUNDS 
EXPENDITURES 

BY 

OBJECT 

FISCAL 

YEAR  ENDED  JUNE 

30, 

,  1980 

Administration 


General 
Services 


Personal  Services 
Salaries 
Employee  Benefits 

Total  Personal  Services 

Operating  Expenses: 
Contracted  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expense 

Total  Operating  Expense 

Equipment 

Total  Expenditures 


$  113,364 

$  63,373 

18,061 

12,034 

131,425 

75,407 

7 

3,782 

1,829 

16,500 

8,086 

440 

3,623 

57 

-0- 

164 

-0- 

49,884 

189 

15,179 

151 

2,271 

13,885 

88,277 

535 

8,880 

$  145,845 

$  172,564 
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Student 

No 

Services 

Education 

Pj 

rogram 

Total 

$  267,417 

$    752,450 

$   1,196,604 

55,653 

140,770 

226,518 

323,070 

893,220 

1,423,122 

4,729 

35,486 

$ 

1,027 

45,031 

50,049 

40,214 

6,299 

114,891 

-0- 

1,277 

378 

10,181 

30,840 

23,876 

1,047 

59,443 

154 

4,756 

28 

5,102 

-0- 

-0- 

49,884 

164 

7,623 

594 

23,749 

75 

1,845 

494 

4,836 

86,011 

115,077 

9,867 

313,117 

535 

2,016 

500 

12,466 

$  409,616 

$  1,010,313 

$ 

10,367 

$  1,748,705 
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AGENCY  RESPONSE 


SCHOOL  FOR  THE  DEAF  AND  THE  BLIND 


STATE  OF  MONTANA 


3911  CENTRAL  AVENUE  GREAT  FALLS,  MONTANA  59401  (406)453-1401 


December  16,  1980 


RECEIVED 


Morris  L.  Brusett 
Legislative  Auditor 

Room  135  DtCl  8  1980 

State  Capitol 

He lena ,    Montana      59601  MONTANA  LEGISLATIVE  AUDITOR 

Dear   Morris: 

This  letter  is  in  response  to  your  audit  report  on  the 
Montana  School  for  the  Deaf  and  the  Blind  for  the  two 
year  period  ending  June  30,  1980. 

First,  I  would  like  to  thank  you  and  your  staff  for  the 
helpful  suggestions  you  made  in  the  last  audit  report. 
We  made  every  effort  possible  to  comply  with  your 
recommendations,  and  hopefully  our  compliance  will  aid 
us  in  our  required  accountability  to  the  Legislature. 
Also,  I  would  like  to  thank  you  for  the  relatively  quick 
follow-up  audit.   Because  of  the  ever  changing  laws, 
administrative  regulations  and  accounting  standards, 
periodic  reviews  of  our  compliance  with  these  regulations 
is  a  necessity. 

In  response  to  the  recommendations  contained  in  the  audit 
report,  I  offer  the  following  comments. 

Recommendation  -  Page  3 

We  recommend  the  school  deposit  indirect  cost  recoveries 

in  the  general  fund. 

Comments : 


Concur 


Recommendation  -  Page  5 

We  recommend  the  school  accrue  salaries  in  accordance  with 

general  accepted  accounting  principles  and  state  accounting 

policy. 

Comments : 


Concur 
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■AN  EQUAL  OPPORTUNITY  EMPLOYER 


Morris  L.  Brussett 
December  16,  1980 
Page  2 


Recommendation  -  Page  5 

We  recommend  the  school  seeks  a  one-time  legislative 

appropriation  to  allow  for  the  proper  accrual  of 

salaries. 

Comments : 


Concur 


Recommendation  -  Page  7 

We  recommend  the  Board  of  Public  Education  retain 

donated  funds  currently  held  in  the  state  treasury. 

Comments : 


Do  not  concur.   Section  20-8-111  MCA  gives  the  Board  of 
Public  Education  complete  control  over  the  ultimate 
disposition  of  gifts  to  the  school.   The  Board's 
primary  objective  is  to  insure  that  the  use  of  the 
funds  follows  the  intent  of  the  donors.   Toward  that  end 
it  would  seem  that  the  law  gives  the  Board  broad  and 
extensive  authority  in  the  disposition  and  use  of  the 
funds . 


Sincerely, 


■3K 


McDowell,  Superintendent 


FJM/jc 
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